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Sallor Certified Public Accountants

Khan & Co. LL.C

INDEPENDENT AUDITOR'S REPORT

Board of Commissioners
Flint Housing Commission
Flint, Michigan

We have audited the accompanying basic financial statements of the Flint Housing Commission, Michigan,
{Commission) as of and for the year ended June 30, 2006, as listed in the table of contents. These basic financial
statements are the responsibility of the Commission's management. Our responsibility is to express an opinion on these
basic financial statements based on our audit.

Except as discussed in the following paragraph, we conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the basic financial statements are free of material
misstatement. Anaudit includes examining, on a test basis, evidence supporting the amounts and disclosures in the basic
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
managcment, as well as evaluating the overall basic financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

Because of the weak condition of the Commission’s records due to lack of controls over its accounting systemn and
supporting documentation, the integrity of certain receivable, accounts payable and equipment accounts in the financial
statements appears to be questionable. In addition, we were unable to adequately validate these financial accounts
through the use of alternative procedures.

In our opinion, except for the effect of such adjustinents, if any, as might have been determined to be necessary had we
been able te adequately determine the validity of certain account balances, the basic financial stateinents referred to
above present fairly, in all material respects, the financial position of the Flint Housing Commission, Michigan, as of June
30, 2006, and the changes in its financial position and its cash flows, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated February 7, 2007, on our
consideration of the Commission's internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.

The management's discussion and analysis on pages iii to vii is not a required part of the basic financial statements but
is supplemental information required by accounting principles generally accepted in the United States of America. We
have applied certain limited procedures, which consisted principally of inquiries of management regarding the methods
of measurement and presentation of the supplementa! information. However, we did not audit the information and
eXpress no opinion on it

P.O. Box 16180, St. Louis, MO 63105 314-726-3308 Fax: 314-726-6308




Sailor

Khan & Co. LLC

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The
accompanying schedule of expenditures of federal awards as required by the U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and the remaining accompanying
supplemental information including the Financial Data Schedule are presented for purposes of additional analysis and
are not a required part of the basic financial statements. Such information, except for the matters discussed in the third
paragraph, has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opimon, except for the effect of such adjustments, if any, as might have been determined to be necessary had we been
able to adequately determine the validity of certain account balances, are fairly stated, in all material respects, in relation
to the basic financial stateinents taken as a whole.

//, o L.

Sailor, Khan & Co. LLC
February 7, 2007
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Flint Housing Commission

Management’s Discussion and Analysis (MD&A)
June 30, 2006
(Unaudited)

The Flint Housing Commission’s management’s discussion and analysis is designed to (a) assist the reader in focusing
on significant financial issues, (b) provide an overview of the Commission’s financial activity, (c) identify changes in
the Commission’s financial position (its ability to address the next and subsequent fiscal vear challenges), and (d) identify
individual fund issues of concerns.

Since the Management’s Discussion and Analysis (MD&A) is designed to focus on the current years activities, resulting
changes and currently known facts, please read it in conjunction with the Commission’s financial statements.

FINANCIAL HIGHLIGHTS

. The term “net assets” refers to the difference between assets and liabilities. Net Assets were
$24,398,032 in 2006, compared to $25,503,872 in 2005, a decrease of $1,105,840 or 4.3%.

. Revenues and contributions were $11,247 982 for the year ended June 30, 2006, a decrease of
$1,597,693 or 12.4% from the prior year.

J The expenses were $12, 415,483 for the year ended June 30, 2006, a decrease of $373,957 or2.9%
from the prior year.

. HUD operating grants were $8,749 982 for the year ended June 30, 2006. This was a decrease of

$551,888 or 5.9% from the prior year. Capital contributions for the Authority were $1,041,452 for
the year ended June 30, 2006. This was a decrease of $975,773 or 48.4% over the prior vear.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report includes this Management Discussion and Analysis repont, the Basic Financial Statements
and the Notes to the Financial Statements. This report also contains the Financial Data Schedule (FDS) as
referenced in the section of Supplemental Information. The Commission’s financial statements are presented
as fund level financial statements because the Commission only has proprietary funds.

Required Financial Statements

The financial statements of the Housing Commission report information of the Commission using accounting
methods similar to those used by private sector companies. These statements offer short and long-term financial
information about its activities. The Statement of Net Assets includes all the Commission’s assets and liabilities
and provides information about the nature and amounts of mvestments in resources (assets) and obligations of
the Commission creditors (liabilities). It also provides the basis for evaluating the capital structure of the
Commission and assessing the liquidity and financial flexibility of the Commission.

All of the current year’s revenues and expenses are accounted for in the Statement of Revenues, Expenses, and
Changes in Fund Net Assets. This statement measures the success of the Commission’s operations over the past
year and can be used to determine whether Commission has successfully recovered all its costs through its user
fees and other charges, profitability and credit worthiness.

-iii-



Flint Housing Commission
(Unaudited)
Management’s Discussion and Analysis (MD&A) - Continued

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED)

The final required financial statement is the Statement of Cash Flows. The statement reports cash receipts, cash
payments, and net changes m the cash resulting from operations, investing and financing activities and provides
answers to such questions as where did cash come from, what was cash used form, and what was the change
in the cash balance during the reporting period.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
basic financial statements and provide more detailed data.

Supplemental Information

Thus report also contains the Financial Data Schedule (FDS) as referenced in the section of Supplemental
Information. HUD has established Uniform Financial Reporting Standards that require Housing Commission's
to submit financial information electronically to HUD using the FDS format. This financial information was
electronically transmitted to the Real Estate Assessment Center (REAC) for the year ended June 30, 2005 and
is required to be included in the audit reporting package.

FINANCIAL ANALYSIS

The Statement of Net Assets includes all assets and liabilities of the Commission using the accrual basis of
accounting, which is similar to the accounting used by most private-sector institutions. The following table
reflects the condensed Statement of Net Assets compared to the prior year.

CONDENSED STATEMENTS OF NET ASSETS

JUNE 30

Dollar Percent

2006 2005 Change Change
Current and other assets $ 3,577,965 % 3,301,826 276,139 8.4%
Capital assets 22,766,505 24,195,072 (1,428,567) -5.9%
Total Assets 26,344,470 27,496,808 {1,152,428) -4.2%
Current liabilities 1,099,587 1,019,721 79,866 7.8%
Noncurrent liabilities 846,851 973,305 (126,454} -13.0%
Total Liabilities 1,946,438 1,993,026 (46,588) -2.3%

Net Assets

Invested in capital assets 22,766,505 24,195,072 (1,428,567} -5.9%
Unrestricted 1,631,527 1,308,800 322,727 24.7%
Total Net Assets b 24398032 § 25,503,872 (1,105,840) -4.3%
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Flint Housing Commission
(Unaudited)
Management's Discussion and Apalysis (MD&A) - Continued

FINANCIAL ANALYSIS (CONTINUED)

Major Functions Affecting the Net Assets

Total assets decreased by §1,152,428 for 2006, while total liabilities decreased by $46,588. The decrease in
total assets was due to a decrease in capital assets of 1,428,567 and an increase in current and other assets of
$276,139. Current liabilities including accounts payable, accrued salaries and deferred revenues were increased
by $79,866 while non current liabilities decreased by $126,454.

The following schedule compares the revenues and expenses for the current and previous fiscal year.
CONDENSED STATEMENTS OF REVENUES, EXPENSES

AND CHANGES IN NET ASSETS
YEAR ENDED JUNE 30

Dollar Percent
2006 2005 Change Change
Revenues and Contributions
Operating - non-operating -capital
contributions:
Rental revenue h 1,296,685 §% 1,368,765 (72,080) -5.3%
HUD operating grants 8,749,982 9,301,870 (551,388) -5.9%
Interest income 74,645 43 844 30,801 70.3%
Capital Contributions 1,041,452 2,017,225 (975,773} -48. 4%
QOther income 85,218 106,153 {20,935) -19.7%
Gain on sale of fixed assets -—-- 7,818 (7,818) -100.0%
Total Revenues and Contributions 11,247,982 12,845,675 (1,597,693} -12.4%
Expenses
Personal services 2,710,635 2,768,609 (57,974) -2.1%
Utilities 1,285,859 1,156,250 129,609 11.2%
Operations and mamtenance 1,258,374 1,206,485 51,889 4.3%
Non routine maintenance 50,221 - 50,221 ?7?
Insurance 368,439 306,112 62,327 20.4%
Payment in lieu of taxes 11,567 48,518 {36,951} -76.2%
Other supplies and expenses 1,187,292 802,818 384,474 47.9%
Housing assistance payments 3045821 4,076,324 (1,030,503) -25.3%
Special items - 152,196 (152,196} -100.0%
Decpreciation 2,497,275 2,272,128 225,147 9.9%
Total Expenses 12,415,483 12,789,440 (373,957) -2.9%
Change m net assets {1,167.501) 56,235 (1,223,736}
Beginning net assets 25,503,872 25,447 637 56,235
Prior period adjustments 61,661 ---- 61,661
Beginning net assets, adjusted 25,565,533 25,447,637 117 896

Ending net assets h) 24398,032 § 25,503,872 §  (1,105,840)




Flint Housing Commission
(Unaudited)
Management’s Discussion and Analysis (MD&A) - Continued

FINANCIAL ANALYSIS (CONTINUED)

Major Factors Affecting the Statement of Revenue, Expenses and Change in Net Assets

Compared to the prior fiscal year, total revenues and contributions decreased by $1,597,693 due to decreases
in rental revenue, HUD operating grants, capital contributions and other income, which were slightly offset by
a increase in interest income.

Compared with the prior fiscal year, total expenses decreased by $373,957 due to decreases in housing
assistance payments, personal services, payment in lieu of taxes and special items, which were partially offset
by increases in utilities, operations and maintenance, non routine maintenance, insurance, other supplies and
expenses and depreciation.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets - The Commission’s investment in capital assets, as of June 30, 2006 amounts to $22,766,505

(net of accumulated depreciation). This investment in capital assets includes land, buildings, improvements,
equipment and construction in progress.

CAPITAL ASSETS
NET OF ACCUMULATED DEPRECIATION
JUNE 30

2006 2005 Dollar Change

Land 3 2,242,445 § 2242445 § 0 e

Building 54,324,493 54,324493
Furniture, equipment and inachinery- administration 927.476 689,556 237,920
Leasehold improvements 15,117,186 13,297,047 1,820,139
Construction in progress 3,599,576 4,573,277 (973,701)
76,211,176 75,126,818 1,084,358
Accurmulated depreciation 53,444,671 50,931,746 2,512,925
Total $ 22,766,505 § 24.195072 % (1,428,567)

The total decrease in the Commaission’s capital assets for the current fiscal year was $1,428,5670r 5.9% in terms
of net book value. Actual expenditures to purchase equipment and construct capital assets were $1,068,708
for the year. The Authority has $2,120,408 available to draw down and spend in the future.

Debt Qutstanding - As of June 30, 2006, the Commisston has a balance of $910,000 owed to the City of Flint,
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Flint Housing Commission
(Unaudited)
Management’s Discussion and Analysis (MD&A) - Continued

ECONOMIC FACTORS

Significant economic factors affecting the Commission are as follows:

Federal funding of the Department of Housing and Urban Dcvelopment

Local labor supply and demand, which can affect salary and wage rates

Local inflationary, recession and employment trends, which can affect resident income and therefore
the amount of housing assistance.

Inflationary pressure on utility rates, supplies and other costs.

FINANCIAL CONTACT

Our financial report is designed to provide our citizens, investors, and creditors with a general overview of the
Housing Commission’s finances, and to show the Housing Commission’s accountability for the money it
receives. If you have questions about this report, or with to reguest additional financial information, contact
Sylvia Campbell, Finance Director for The Flint Housing Commission, at (810) 736-3111. Specific requests
may be submitted to the Commission at 3820 Richfield Rd., Flint, MI 48506
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FLINT HOUSING COMMISSION
Flint, Michigan
STATEMENT OF NET ASSETS

June 30, 2006

ASSETS

Current Assets:
Cash and cash equivalents $ 2,880,880.82
Investments 42.290.92
Receivable - net of allowances:

Accounts 346,187.57
Inventory - net of allowances 173,152.60
Prepaid expenses 135,453.55

Total Current Assets 3,577,965 46

Noncurrent Assets:
Capital assets:

Land, improvements, and construction in progress 5,842,020.96
Other capital assets, net of depreciation 16,924 484.04
Total capital assets- net 22,766,505.00
Total Noncurrent Assets 22.766,505.00
Total Assets § 2634447046

See notes to financial statements
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FLINT HOUSING COMMISSION
Flint, Michigan
STATEMENT OF NET ASSETS (CONTINUED)

June 30, 2006

LIABILITIES

Current Liabilities:
Accounts Payable
Accrued salaries, wages and benefits
Accrued compensated absences
Tenant security deposit liability
Deferred revenues

Total Current Liabilities
Noncurrent Liabilities:
Accrued compensated absences
Amount due to- other government
Total Noncurrent Liabilities
Total Liabilities
NET ASSETS
Invested in capital assets
Unrestricted

Total Net Assets

Total Liabilities and Net Assets

See notes to financial statements

2.

b 808,577.99

94.241.63
8,549.00
166,638.74
21,579.62
1,099,586.98
66,851.47
780,000.00
846.851.47
1,946,438.45
22,766,505.00
1,631,527.01

24,398,032.01

$_26,344.470.46



FLINT HOUSING COMMISSION

Flint, Michigan

STATEMENT OF REVENUE, EXPENSES AND CHANGES IN NET ASSETS

For Year Ended June 30, 2006

Operating Revenues:
Rental revenue
Operating subsidies- HUD grants
Other revenues

Total operating revenues
Operating Expenses:

Personal services
Utilities
Operations and maintenance
Non routine maintenance
Insurance
Payment in lieu of taxes
Other supplies and expenses
Housing assistance payments
Depreciation

Total operating expenses

Operating income (loss)

Non-operating revenues (expenses):
Interest and investment eamnings

Net non-operating revenues (expenses)

Income (loss) before other revenues, expenses,
gains, losses and transfers

Capital contributions
Change in net assets

Net assets at beginning of year
Prior period error corrections

Net assets adjusted at beginning of year

Net assets at end of year

See notes to financial statements

-3
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1,296,685.65
8,749,981.84
85,218.25
10,131,885.74
2,710,635.45
1,285,859.39
1,258,373.75
50,220.58
368,439.35
11,566.98
1,187,292.25
3,045,821.15
2,497,275.24

12,415,484.14

(2,283,598.40)

74,644.75

74,644.75

(2,208,953.65)
1,041,452.23
(1,167,501.42)

25,503,871.97
61,661.46

25,565,533.43

§_24.398,032.01



FLINT HOUSING COMMISSION
Flint, Michigan
STATEMENT OF CASH FLOWS

For Year Ended June 30, 2006

Cash flows from operating activities:
Cash received from tenants
Cash received from HUD grants- operating
Cash received from other operating activities
Cash payments for goods and services
Cash payments to employees-salaries
Cash payments to employees-compensated absences
Cash payments for employee benefit contributions
Cash payments for in lieu of property taxes

Net cash provided {used) by operating activities

Cash flows from capital and related financing activities:
Capital contributions
Proceeds from sale of assets
Payments to other governments
Payments for capital assets

Net cash (used) for capital and related financing activities
Cash flows from investing activities:
Proceeds from sale of {payments) for investments
Interest and dividends
Receipts (payments) from tenant security deposits

Nel cash provided {used ) from investing activities

Net increase {decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Noncash Investing, Capital and Financing Activities:
Acquisition of capital assets on account

See notes to financial statements

-4 -

$

1,281,584.58
9,103,448.66
78.603.08
(6,983,532.89)
(2,096,307.02)
12,725.44
(622,373.51)

(51,986.58)

722,161.76

1,534,782.84
39,117.91
(130,000.00)

(1,206,573.72)

237,327.03

41,378.67
74,644.75
6,812.15

122,835.57

1,082,324.36
1,7908,556.46

2,880,880.82

e "

23.185.09
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FLINT HOUSING COMMISSION
Flint, Michigan
STATEMENT OF CASH FLOWS (CONTINUED)

For Year Ended June 30, 2006

Reconciliation of operating income (loss) to net cash

provided (used) by operating activities:
Operating income (loss) § (2,283,598.40)
Adjustments to reconcile operating income to net cash provided
(used) by operating activities:

Depreciation expense 2,497.275.24
Allowance for doubtful accounts (5,029.77)
Allowance for inventory . 7,145.43
Changes in assets and habilities:

Receivables 350,263.37
Inventory (51,519.31}
Prepaid expenses (6,840.84)
Accounts and other payables 225,18%9.09
Deferred revenues (15,403 .41)
Compensated absences 92439
Accrued expenses 3,755.97

Net cash provided (used) by operating activities A 722,161.76

Sce notes to financial statements
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FLINT HOUSING COMMISSION
Flint, Michigan
NOTES TO THE BASIC FINANCIAL STATEMENTS

June 30, 2006

NOTE 1 - Summary of Significant Accounting Policies

The Flint Housing Commission (Commission) is a non-profit entity established to provide low-rent housing,
under the low rent program Annual Contributions Contract for qualified individuals in accordance with the rules
and regulations prescribed by the Department of Housing and Urban Development and other Federal agencies.

The Housing Commission complies with generally accepted accounting principles (GAAP). GAAP includes
all relevant Governmental Accounting Standards Board (GASB) pronouncements. In the financial statements
for the proprietary fund, Financial Accounting Standards Board (FASB) pronouncements and Accounting
Principles Board (APB) opinions issued on or before November 30, 1989, have been applied unless those
pronouncements conflict with or contradict GASB pronouncements, in which case, GASB prevails. For
enterprise funds, GASB Statement Nos. 20 and 34 provide the Housing Commission the option of electing to
apply FASB proncuncements issued after November 30, 1989, except for those that conflict with or contradict
a GASB pronouncement. The Housing Commission has elected not to apply those pronouncements. The
accounting and reporting framework and the more significant accounting policies are discussed in subsequent
subsections of this Note.

1a. Financial Reporting Entity

‘The Housing Commission’s financial reporting entity comprises the following:
Primary Government: Housing Comumission

In determining the financial reporting entity, the Housing Commission complies with the provisions of GASB
Statement No. 14 as amended by GASB no 39, “The Financial Reporting Entity,” and includes all component
units, if any, of which the Housing Commission appointed a voting majority of the units’ board; the Housing
Commission is either able to impose its will on the unit or a financial benefit or burden relationship exists.
There are no agencies, organizations or activities meeting this criterja,

1b. Basis of Presentation

Financial statements of the reporting entity's programs are organized and reported as an enterprise fund and are
accounted for by providing a set of self-balancing accounts that constitute its assets, liabilities, fund equity,
revenues, and expenditure/expenses. Enterprise funds are used to account for business-like activities provided
to its tenants. These activitics are financed primarily by user charges and/or Federal funding and the
measurement of fmancial activity focuses on net income measurement similar to the private sector. The
reporting entity includes all of the Commission’s programs as an enterprise fund.



FLINT HOUSING COMMISSION

Flint, Michigan

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 1 - Summary of Significant Accounting Policies (Continued)

1b. Basis of Presentation (Continued)

Following is a description of the Commission's programs:

Program

Low Rent

Housing Choice Vouchers

Capital Fund Program

HOME Investment
Partnership Program

State and Local

Brief Description

Accounts for activities of the Public and Indian Housing program which
HUD provides an annual subsidy to help public housing agencies (PHAs)
pay some of the cost of operating and maintaining public housing units.

Accounts for activities of the Voucher program which assists very low-
income fammlies, the elderly, and the disabled to afford decent, safe and
sanitary housing in the private market.

Accounts for activities of the Capital Fund which provides funds to
housing autherities to modernize public housing developments.

The funding for this program passes through the City of Flint, Michigan.
The HOME Investment Partnership Program funds a wide range of
activities that provides affordable housing for direct rental assistance to
low-income people.

State and Local programs are grants received from various state and local
agency to provide training and education for low income housing
recipients.

Ie. Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe “which” transactions are recorded within the various financial
statements. Basis of accounting refers to “when” transactions are recorded regardless of the measurement focus

applied.

Measurement Focus

In the financial statements, the “economic resources” measurement focus is used as follows:

- The proprietary fund utilizes an “economic resources™ measurement focus. The accounting objectives
of this measurement focus are the determination of operating income, changes in net assets (or cost
recovery), financial position, and cash flows. All assets and liabilities (whether current or noncurrent)
associated with their activities arc rcported. Proprietary fund equity is classified as net assets.
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FLINT HOUSING COMMISSION
Flint, Michigan
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 1 - Summary of Significant Accounting Policies (Continued)
lc. Measurement Focus and Basis of Accounting (Continued)
Basis of Accounting

In the financial statements, the proprietary fund utilizes the accrual basis of accounting. Under the accrual basis
of accounting, revenues are recognized when earned and expenses are recorded when the liability is incurred
or economnlic asset used.

14. Assets, Liabilities, and Equity
Cash and Investments

For the purpose of the Statement of Net Assets, “cash and cash equivalents” includes all demand, savings
accounts, and certificates of deposits or short-term investments with an original maturity of three months or less.
For the purpose of the Statement of Cash Flows, “cash and cash equivalents” include all demand and savings
accounts, and certificates of deposit or short-term investments with an original maturity of three months or less.

Investments are carried at fair value except for short-term U.S. Treasury obligations, if any, with a remaining
maturity at the time of purchase of one year or less. Those investments, if any, are reported at amortized cost.
Fair value is based on quoted market price. Additional cash and investment disclosures are presented in Notes
2b. and 3a.

Interprogram Receivables and Payables

During the course of operations, numerous transactions occur within individual programs that may result in
amounts owed between these programs. Offsetting interprograms are eliminated for financial statement
presentation.

Receivables

Receivables consist of all revenues earned at year-end and not yet received. Tenant accounts receivable and
accounts receivable from U.S. Department of Housing and Urban Development compose the majority of
receivables. Allowances for uncollectible accounts receivable are based upon historical trends and the periodic
aging of accounts receivable.

Inventories

Inventories are valued at average cost, and consist of expendable supplies held for consumption. The cost of
inventories are recorded as expenditures when consumed, rather than when purchased.



FLINT HOUSING COMMISSION
Flint, Michigan
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 1 - Summary of Significant Accounting Policies (Continued}
1d. Assets, Liabilities, and Equity (Continued)
Budgets and Budgetary Accounting

The Commission adopts a formal operating budget each vear for it's operating programs and on a project length
basis for it's capital expenditures which are approved by the Board of Commissioners and submitted to the
Department of Housing and Urban Development for their approval, if required.

Estimates and Assumptions

The Commission uses estimates and assumptions in preparing financial statements. These estimates and
assumptions affect the reported amounts of assets and lLiabilities, the disclosure of contingent assets and
liabilities, and reported revenues and expenses.

Capital Assets
The accounting treatment over property, plant, and equipinent (capital assets) is as follows:

In the financial statements, capital assets purchased or acquired with an original cost of $2,500.00 or more are
accounted for as capital assets. All capital assets are valued at historical cost, or estimated historical cost if
actual is unavailable, except for donated capital assets which are recorded at their estimated fair value at the
date of donation.

Depreciation of all exhaustible capital assets is recorded as an allocated expense depending on the program
where the asset is shown, in the Statement of Revenues, Expenses and Changes in Net Assets, with accumulated
depreciation reflected in the Statement of Net Assets. Depreciation is provided over the assets’ estimated useful
lives using the straight-line method of depreciation. The range of estimated usefi] lives by type of asset is as

follows;
Buildings 10-40 vyears
Furniture, equipment and machinery - administration 5-7 vyears
Leasehold improvements 10 years

Compensated Absences

The Housing Commission’s policies regarding vacation time permit employees to accumulate earned butunused
vacation leave, The liability for these compensated absences is recorded as short-term and long-term liabilities
based on historical trends. 1In accordance with the provisions of GASB Statemnent No. 16, no liability is
recorded for non-vesting accumulating rights to receive sick pay benefits,



FLINT HOUSING COMMISSION
Flint, Michigan
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 1 - Summary of Significant Accounting Policies (Continued)
1d. Assets, Liabilities, and Equity (Continued)
Equity Classifications
Equity is classified as net assets and displayed in two components:
a. Invested in capital assets, net of related debt—Consists of capital assets including restricted capital
assets, net of accumulated depreciation and reduced by the outstanding balances of any bonds,
mortgages, notes, or other borrowing that are attributable to the acquisition, construction, or

mmprovement of those assets. The Commission had no related debt.

b. Unrestricted net assets—All other net assets that do not meet the definition of “restricted” or “invested
in capital assets, net of related debt.”

le. Revenues, Expenditures, and Expenses

Operating Revenues and Expenses

Operating revenues and expenses are those that result from providing services and delivering goods and/or
services. It also includes all revenue and expenses not related to capital and related financing, noncapital
financing, or investing activities.

Non-operating revenues and expenses are those that are not operating in nature.

Interfund Transfers

For the purposes of the Statement of Revenues, Expenses and Change in Net Assets, all interfund transfers
between individual programs, if any, have been eliminated.

- 10 -



FLINT HOUSING COMMISSION
Flint, Michigan
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 2 - Stewardship, Compliance, and Accountability
The Commission and its component units, if any, are subject to various federal, state, and local laws and
contractual regulations. An analysis of the Commission’s compliance with sigmficant laws and regulations and
demonstration of its stewardship over Commission resources follows.

2a. Program Accounting Requirements

The Commission complies with all state and local laws and regulations requiring the use of separate programs.
The programs used by the Commission are as follows:

Program Required By
Public and Indian Housing U.S. Department of Housing and Urban Development
Housing Choice Vouchers U.S. Department of Housing and Urban Development
Capital Fund Program U.S. Department of Housing and Urban Development

HOME Investment Partnership Program U.S. Department of Housing and Urban Development
and the City of Flint, Michigan
State and Local Public Housing Agency

2b. Deposits and Investments Laws and Regulations
In accordance with state law, all uninsured deposits of the Commission in financial institutions must be secured
with acceptable collateral valued at the lower of market or par. All financial mstitutions pledging collateral to

the Commission must have a written collateral agreement. As reflected in Note 3a., all deposits were fully
insured or collateralized.

Investments of the Commission are limited by state law to the following:

a. Direct obligations of the U.S. Government or its agencies or instrumentalities to which acceptable
collateral is pledged.

b. Certificates of deposit or savings accounts that are either insured or secured with acceptable collateral.

2c. Revenue Restrictions

The Commission has various restrictions placed over certain revenue sources. The primary restricted revenue
sources include:

Revenue Source Legal Restrictions of Use
State & Local Program Summer youth arts & Beautification activities
Capital Fund Program Modemization

For the year ended June 30, 2006, the Comnission complied, in all matenal respects, with these revenue
restrictions.

-11 -



FLINT HOUSING COMMISSION
Flint, Michigan
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 3 - Detail Notes on Transaction Classes/Accounts

The following notes present detail information to support the amounts reported in the basic financial statements
for its various assets, liabilities, equity, revenues, and expenditures/expenses.

3a. Cash and Investments
Deposits

Custodial Credit Risk - Deposits. Custodial credit risk is the risk that in the event of a bank failure, the
Commission’s deposits may not be returned to it or the Commission will not be able to recover collateral
securities in the possession of an outside party. As of June 30, 2006, the Commission’s bank balances of
$3,087,941.92, were insured by federal depository insurance or collateralized with securities held by the
pledging financial institutions in the Commission’s naine.

Investments

Custodial Credit Risk - Investments. For an investment, custodial credit risk is the risk that, in the event of the
failure of the counterparty, the Commission will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. As of June 30, 2006, the Commission’s investments
were $42,290.92. These investments were insured by federal depository insurance or registered, or securities
held by the Commission or its agent in the Commission’s name.

Credit Risk Investments, Concentrations of Credit Risk and Interest Rate Risk - Investments:

Credit Riskis the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The Commission will minimize credit risk by reviewing the financial institutions with
which the Commission will do business so that potential losses on individual securities will be
minimized.

Interest Rate Risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. The Authority has chosen longer term investments due to current favorable rates. Longer
terms will minimize the adverse effect of possible future declining rates.

Concentration of Credit Risk is the risk of loss attributed to the magnitude of the Commission’s

investment in a single issuer. The Commission does not have a written investment policy covering
concentration of credit risk.

- 12 -



FLINT HOUSING COMMISSION

Flint, Michigan

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 3 - Detail Notes on Transaction Classes/Accounts (Continued)

3b. Accounts Receivable

Receivables detail at June 30, 2006, is as follows:

Tenant accounts receivable
Allowance for doubtful accounts

Tenants accounts receivable - net
Accounts receivable - HUD

3c. Capital Assets

b 39,726.08

(19,984 28)

19,741.80
326,445.77

h 346,187.57

—_—

Capital asset activity for the year ended June 30, 2006, was as follows:

Land

Building

Fumniture, equipment and
machinery- administration
Leaschold improvements
Construction in progress

Accumulated depreciation

Total

i3

Balance Balance
Juiy 1, Transfers June 39,
2005 Additions {Retirements) in (out) 2006

224244500 § 5 % 5 2,242,445.00
5432449274 o . L 54,324 492,74
689,556.13 266,331.34 (28,411.91) 0.24 627.475.80
13,297,04740 el —- 1,820,139.00 15,117,186.40
4,573,276.95 846,438.25 -—— {1,820,139.24) 3,599,575.96
75,126,818.22 §_1.112,769.59 $_ (28411.91) § - 76,211,175.90

50,931,746.33

$_2.512,924.57

53,444,670.90

¥ 24,195071.89

e Rl R et it

- 13-

§_22.766,505.00



FLINT HOUSING COMMISSION
Flint, Michigan
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 3 - Detail Notes on Transaction Classes/Accounts (Continued)

3d. Accounts Payable

Payable detail at June 30, 2006, is as follows:

Accounts payable - vendors 3 604,712.76
Accounts payable - HUD 1,920.39
Accounts payable - other government 141,001.00
Accounts payable - other government - PILOT 60,943 .84

h) 808,577.99
3e. Compensated Absences

Accumulated unpaid compensated absences are accrued. The liability for compensated absences at June 30,
2006 is $75.,400.47.

3f. Non-current Liabilities

As of June 30, 2006, the non-current liabilities are comprised of the following:

Amount due to - other government 3 780,000.00
Accrued compensated absences - non current portion 66,851.47
Total B 846,851.47

The following is a summary of changes in non-current liabilities for the year ended June 30, 2006:

Balance Balanee Amounts
Jume 30, June 30, Due within

2005 Additions Deductions 2006 One Year

Amount due to-other government § 910,000.00 § -—- 3 130,000.00 § 780,000.00 % —
Accrued compensated absences 63,305.08 3,546.39 -——- 66,851.47 8.,549.00
Total $ 97330508 $ 3,546.39 § 13000000 § 84685147 § 8.549.00

14



FLINT HOUSING COMMISSION
Flint, Michigan
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 3 - Detail Notes on Transaction Classes/Accounts (Continued)
3g. Interprogram Transactions and Balances

Interprogram Receivable/Payable

Public and Indian Housing - Low Rent b 533,225.05

Housing Choice Vouchers {305,996.94)

Capital Fund Program {238,229.11)

HOME Investment Partnership Program 11,001.00
Total b —
3h, Amount Due - Other Government

The Housing Commission and the City of Flint entered into an agreement in January, 2003, whereby the
Housing Commission will pay the City of Flint for unpaid employee wages and benefits for fiscal years 2000,
2001 and 2002 in the amount of $1,580,964.70 in equal annual interest free installments of $130,000.00 each
July 1 for the next 9 years. Of the total amount of $910,000.00 outstanding at June 30, 2006, the amount of
$130,000.00 is included as accounts payable short- term and $780,000.00 is reported under amount due to other
government - non current - liability.

3i. Unrestricted net assets - Prior-period Error Corrections

Following is the composite of error corrections:

1. Accounts receivable - HUD - correct accounts receivable b 22,543.46
2. Accumulated depreciation - correct prior year accumulated depreciation {4,943.33)
3. Fumiture, equipment & machinery - administration - correct prior year 44,061.33

Totals § 61,661.46

NOTE 4 - Other Notes
4a. Employee Retirement Plan

The Commission does not provide a defined contribution plan for it’s employees.



FLINT HOUSING COMMISSION
Flint, Michigan
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 4 - Other Notes (Continued)
4b. Risk Management
The Commission is exposed to various risks of loss related to torts; theft of, damage to, or destruction of assets;

errors and omissions; injuries to employees; employees health and life: and natural disasters. The Commission
manages these various risks of loss as follows:

Type of Loss Method Managed
a. Torts, errors and omissions Purchased insurance with Housing Authority Risk Retention Group.
b. Injuries to employees Purchased insurance with American International Companies;
(workers' compensation) Claims are administered by American International Companies.
¢. Physical property loss and Purchased commercial insurance with $25,000.00 deductibles.

natural disasters

d. Health and life Purchased health insurance with M-care; Life insurance is
provided by Principle Life Insurance Company

Management believes such coverage is sufficient to preclude any significant uninsured losses to the
Commission. Settled claims have not exceeded this insurance coverage in any of the past three fiscal years.

4c. Commitments and Contingencies
Commitments—Construction

At June 30, 2006, the Commission had the following pending construction projects in progress:

Funds Funds Expended -
Approved Project to Date
CFP 501-04 b3 2,120,410.00 § 1,417,730.77
CFP 501-05 2,049,809.00 632,080.25
$ 4.170.219.00 % 2,049 811.02

Contingencies
The Commission is subject to possible examination by Federal and State authorities who determine compliance

with terms, conditions, laws and regulations governing other grants given to the Commission in the current and
prier vears. No significant violations of finance-related legal or contractual provisions occurred.

- 16-



FLINT HOUSING COMMISSION

Flint, Michigan

COMBINING STATEMENT OF NET ASSETS BY PROGRAM

June 30, 2006

ASSETS

Current Assets:
Cash and cash equivalents
Investments
Receivable - net of allowances:

Accounts

Due from (to} interprogram
Inventory - net of allowances
Prepaid expenses

Total Current Assets
Noncurrent Assets:
Capital assets:
Land, improvements, and construction in progress
Other capital assets, net of depreciation
Total capital assets- net

Total Noncurrent Assets

Total Assets

Low Rent Housing Choice Capital Fund
Program Vouchers Program
$ 1,668,50331 $§ 1,21197751 § e
4229092 e
84,773.37 e 261,414.20
533,225.05 (3005,996.94) (238,229.11)
17315260 -
135,453.55 -
2,637,798.80 905,980.57 23,185.09
224244500 e 3,599,575.96
16,746,390.14 178,093.90
1898883514 3,777,609.86
18,988,835.14 3.777,669.86
§_21626633.94 § 905,980.57 §  3,800,854.95
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FLINT HOUSING COMMISSION
Flint, Michigan
COMBINING STATEMENT OF NET ASSETS BY PROGRAM (CONTINUED)

June 30, 2006

Low Rent Housing Choice Capital Fund
Program Vouchers Program
LIABILITIES
Current Liabilities:
Accounts Payable $ 77225594 § 2,13596 23,185.09
Accrued salaries, wages and benefits 84,960.58 928105 0
Accrued compensated absences 6,375.00 217400
Tenant security deposit liability 166,638.74 R
Deferred revenues 2157962 e
Total Current Liabilities 1,051,809.88 13,591.01 23,185.09
Noncurrent Liabilities:
Accrued compensated absences 57,378.72 9472775 e
Amount due to- other government 780,00000 e
Total Noncurrent Liabilities 837,378.72 947275 e
Total Liabilities 1,889.188.60 23,063.76 23,185.09
NET ASSETS
Invested in capital assets 18,988,83514 o 3,777,669.86
Unrestricted 748,610.20 88291681
Total Net Assets 19,737 ,445.34 882,916.81 3,777,669.86
Total Liabilities and Net Assets $ 21,626,633.94 §$ 905,980.57 $  3,800,854.95

- 18 -



FLINT HOUSING COMMISSION

Flint, Michigan

COMBINING STATEMENT OF NET ASSETS BY PROGRAM (CONTINUED)

June 30. 2006

ASSETS

Current Assets:
Cash and cash equivalents
Investments
Receivable - net of allowances:

Accounts

Due from (o) interprogram
Inventory - net of allowances
Prepaid expenses

Total Current Assets
Noncurrent Assets:
Capital assets:
Land, improvements, and construction in progress
Other capital assets, net of depreciation
Total capital assets- net

Total Noncurrent Assets

Total Assets

HOME
Investment
Partnership State and
Program Local Totals
I $ - § 2,880,880.82
---------- 42.290.92
---------- 346,187.57
Ireotoo0
__________ 173,152.60
__________ 135,453.55
1,001.00 3,577,965.46
__________ 5,842,020.96
---------- 16,924,484.04
__________ 22,766,505.00
---------- 22,766,505.00
$ 11,001.00 § - 3 2634447046

-19-



FLINT HOUSING COMMISSION

Flint, Michigan

COMBINING STATEMENT OF NET ASSETS BY PROGRAM (CONTINUED)

LIABILITIES

Current Liabilities:
Accounts Payable
Accrued salaries, wages and benefits
Accrued compensated absences
Tenant security deposit liability
Deferred revenues

Total Current Liabilities
Noncurrent Liabilities:
Accrued compensated absences
Amount due to- other government
Total Noncurrent Liabilities
Total Liabilities
NET ASSETS
Invested in capital assets
Unrestricted

Total Net Assets

Total Liabilities and Net Assets

June 30, 2006

HOME
Investment
Partnership State and
Program Local Totals
$ 100100 8 by 808,577.99
---------- 04,241.63
— — 8,549.00
_____ —- 166,638.74
__________ 21,579.62
1100100 1,099 586.98
__________ 66,851.47
_____ — 780,000.00
— e 846,851.47
1,000 00 1,946,438.45
---------- 22.766,505.00
__________ 1,631,527.01
__________ 24,398,032.01
5 1,60100 & 3 26,344,470.46

_20 -



FLINT HOUSING COMMISSION

Flint, Michigan

COMBINING STATEMENT OF REVENUE, EXPENSES AND
CHANGES IN FUND NET ASSETS BY PROGRAM

For Year Ended June 30. 2006

Operating Revenues:
Rental revenue
Operating subsidies- HUD grants
Other revenues

Total operating revenues

Operating Expenses:
Personal services
Utilities
Operations and maintenance
Non routine maintenance
Insurance
Payment in lieu of taxes
Other supplies and expenses
Housing assistance payments
Depreciation

Total operating expenses
Operating incoine {loss)

Non-operating revenues {expenses):
Interest and investment earnings

Net non-operating revenues {expenses)

Income (loss) before other revenues, expenses,
gains, losses and transfers

Low Rent Housing Choice Capital Fund
Program Vouchers Program

$ 129668565 § - §
3,795,378.97 3,811,699.00 1,011,575.87
76,052.32 2,55076 0 aeem-
5,168,116.94 3,814,249.76 1,011,575.87
2,320,270.92 263,752.48 126,612.05
1,285,8593¢ e -
714,901.70 215.96 543,256.09
5022058 - -
366,285.53 2,153.82 e
11,56698
748,453.15 90,516.20 341,707.73
- 291449315 -
2,444,796.89 en 52,478.35
7,942,355.14 3,271,131.61 1,064,054.22
{2,774,238.20) 543,118.15 (52,478.35)
58,301.32 1634343 -
58,301.32 1634343 -
(2,715,936.88) 559,461.58 (52,478.35)
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FLINT HOUSING COMMISSION

Flint, Michigan

COMBINING STATEMENT OF REVENUE, EXPENSES AND
CHANGES IN FUND NET ASSETS BY PROGRAM (CONTINUED)

Capital contributions
Change in net assets

Net assets at beginning of year
Prior period error corrections

Net assets adjusted at beginning of year
Equity transfers

Net assets at end of year

For Year Ended June 30, 2006

b}

Low Rent Housing Choice Capital Fund
Program Vouchers Program

---------- 1,041,452.23
(2,715,936.88) 559.,461.58 988,973.88
20,552,025.18 323,455.23 4,628,391.56
6166146 e
20,613,686.64 323,455.23 4,628,391.56
1,839,605.58 - {1,839,695.58)
19,737.445.34 § 882916.81 §_ 3,777.669.86




FLINT HOUSING COMMISSION

Flint, Michigan

COMBINING STATEMENT OF REVENUE, EXPENSES AND
CHANGES IN FUND NET ASSETS BY PROGRAM (CONTINUED)

For Year Ended June 30, 2006

Operating Revenues;
Rental revenue
Operating subsidies- HUD grants
Other revenues

Total operating revenues

Operating Expenses;
Personal services
Utilities
Operations and maintenance
Non routine maintenance
Insurance
Pavment in lieu of taxes
Other supplies and expenses
Housing assistance payments
Depreciation

Total operating expenses
Operating income (loss)

Non-operating revenues (expenses):
Interest and investrment earnings

Net non-operating revenues (€xpenses)

Income (loss) before other revenues, expenses,
gains, losses and transfers

HOME
Investment
Partnership State and
Program Local Totals
__________ £ 1,296,685.65
131,32800 e 8,749,981.84
----- 6,615.17 85,218.25
131,328.00 6,615.17 10,131,885.74
__________ 2,710,635.45
_____ —— 1,285,859.39
_____ —- 1,258,373.75
---------- 50,220.58
__________ 368,439.35
__________ 11,566.98
----- 6,615.17 1,187,292.25
131,32800 - 3,045,821.15
---------- 2.497,275.24
131,328.00 6,615.17 12,415,484.14

{2,283,598.40)

74,644.75

74,644.75

_23.
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FLINT HOUSING COMMISSION

Flint, Michigan

COMBINING STATEMENT OF REVENUE, EXPENSES AND
CHANGES IN FUND NET ASSETS BY PROGRAM (CONTINUED)

For Year Ended June 30, 2006

State and
Local Totals

----- 1,041,452.23

----- (1,167,501.42)

----- 25,503,871.97
————— 61,661.46

----- 25,565,533.43

HOME
Investment
Partnership
Program
Capital contributions
Change innetassets
Net assets at beginning of year
Prior period error corrections .
Net assets adjusted at beginning of year
Net assets at end of year h) — 5

_____ $_24398,032.01

_24 -



FLINT HOUSING COMMISSION

Flint, Michigan

COMBINING STATEMENT OF CASH FLOWS BY PROGRAM

For Year Ended June 30, 2006

Low Rent Housing Choice Capital Fund
Program Vouchers Program
Cash flows from operating activities:
Cash received from tenants § 128158458 § - T —
Cash received from HUD grants- operating 3,730,347.40 4,118212.39 1,011,575.87
Cash received from other operating activities 76,052.32 2,55076 e
Cash payments for goods and services (2,963,372.32) {3,008,254.58) (884,963.82)
Cash payments to employees-salaries (1,758,860.91) (218,351.46) (119,094.65)
Cash payments to employees-compensated absences 9,854 .94 287050 0 e
Cash payments for employee benefit contributions (569,212.24) (45,643.87) (7,517.40)
Cash payments for in lieu of property taxes {51,986.58) — -—--
Net cash provided (used) by operating activities {245,592.81) $51,383.74 -
Cash flows from noncapital financing activities:
Receipts (payments) from interprograms 112 880.38 349045 0 e
Net cash provided (used ) from non capital
financing activities 112,880.38 349045 -
Cash flows from capital and related financing
activities:
Capital contributions —— 1,534,782.84
Receipts (payments) from interprograms 35546515 emee- (355,465.15)
Proceeds from sale of assets S L
Payments to other governments (130,00000p0 —
Payments for capital assets (27,256.03y - (1,179,317.69)
Net cash (used) for capital and related
financing activities 23732703 e
Cash flows from investing activities:
Proceeds from sale of (payments) for investments 4137867
Interest and dividends 58,301.32 16,34343
Receipts (payments) fromn tenant security deposits 6,812.15 ses e
Net cash provided (used ) from investing activities 106,492.14 16,34343 e
Net increase (decrease) in cash and cash equivalents 211,106.74 87121762
Cash and cash equivalents at beginning of year 1,457,796.57 340.759.8¢ el
Cash and cash equivalents at end of year $  1,66890331 § 1211,97751 & = .

-25.



FLINT HOUSING COMMISSION
Flint, Michigan
COMBINING STATEMENT OF CASH FLOWS BY PROGRAM (CONTINUED)

For Year Ended June 30, 2006

Low Rent Housing Choice Capital Fund
Program Vouchers Program
Noncash Investing, Capital and Financing Activities:
Acquisition of capital assets on account e N 3 23,185.09

Reconciliation of operating income (loss) to net cash

provided (used) by operating activities:
Operating income (loss) $(2,774,238.20) 543,118.15 § (52,478.33)
Adjustments to reconcile operating income to net cash
provided (used) by operating activities:

Depreciation expense 2,444796.89 52,478.35
Allowance for doubtful accounts .07 e
Allowance for inventory 7,14543
Changes in assets and liabilities:
Receivables (66,314.63) 304,593.00
Inventory (51,5193  ——
Prepaid expenses (6,8408¢y —0
Accounts and other payables 213,143.15 1,04494
Deferred revenues (8,78824) ——
Compensated absences (1,946.11) 2.870.30 —
Accrued expenses 3,998.82 (2428%) e

Net cash provided (used) by operating activities $_(245592.81) $ 85138374 ¢




FLINT HOUSING COMMISSION

Flint, Michigan

COMBINING STATEMENT OF CASH FLOWS BY PROGRAM (CONTINUED)

For Year Ended June 30. 2006

Cash flows from operating activities:
Cash received from tenants
Cash received from HUD grants- operating -
Cash received from other operating activities
Cash payments for goods and services
Cash payments to employees-salaries
Cash payments to employees-compensated absences
Cash payments for employee benefit contributions
Cash payments for in lieu of property taxes

Net cash provided (used) by operating activities

Cash flows from noncapital financing activities:
Receipts (payments) from interprograms

Net cash provided (used ) from non capital
financing activities

Cash flows from capital and related financing
activities:

Capital contributions

Proceeds from sale of assets

Payments to other governments

Payments for capital assets

Net cash (used) for capital and related
financing activities

Cash flows from investing activities:
Proceeds from sale of (payments} for investments
Interest and dividends
Receipts (payments) from tenant security deposits

Net cash provided (used )} from investing activities

HOME
Investment
Partnership State and
Program Local Totals
---------- § 1,281,584.58
243313.00 e 9,103,448.66
— e 78,603.08
(120,327.00) (6,615.17) (6,983,532.89)
_____ — (2,096,307.02)
---------- 12,725.44
---------- (622,373.51)
_____ — {51,986.58)
122,986.00 (6,615.17) 722,161.76
(122,986.00) 661517 e
{122,986.00 6,615.17 -
---------- 1,534,782.84
---------- 39,117.91

(130,000.00)

——  (1,206,573.72)

237,327.03

41,378.67
74,644.75
6,812.15

122,835.57




FLINT HOUSING COMMISS10N
Flint, Michigan
COMBINING STATEMENT OF CASH FLOWS BY PROGRAM (CONTINUED)

For Year Ended June 30. 2006

HOME
Investment
Partnership State and
Program Local Totals
Net increase (decrease) in cash and cash equivalemts — —— 1,082,324 .36
Cash and cash equivalents at beginning of year = eeeee e 1,798,556.46
Cash and cash equivalents at end of year - 5 - § __ 2.880,880.82
Noncash Investing, Capital and Financing Activities:
Acquisition of capital assets on account E $_ e hY 23,185.09

Reconciliation of operating income (loss) to net cash

provided (used) by operating activities:
Operating income (loss) 5 & $ (2,283,598.40)
Adjustiments to reconcile operating income to net cash
provided (used) by operating activities:

Depreciation expense e e 2,497.275.24
Allowance for doubtful accounts  —eee (5,029.77)
Allowance for inventory  —— mean 7,145.43
Changes i assets and liabilities;
Receivables 111,985.00  ——- 350,263.37
lnventory e e (51,519.31)
Prepaid expenses o e {6,840.84)
Accounts and other payables 1,001.00 - 225,189.09
Deferred revenges ~ emee (6,615.17) (15,403.41)
Compensated absences e 924,39
Accrued expenses  memm= e 3,755.97

Net cash provided (used) by operating activities b 122,986.00 % (6,61517) % 722.161.76




SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FLINT HOUSING COMMISSION

Flint, Michigan

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS AND

NOTES TO THE SCHEDULE OF FEDERAL AWARDS

Year Ended June 30. 2006

Fiscal
Year

Federal Grantor

Federal
CFDA No.

Expenditures

2006

2006

2006

2006

U.S. Department of HUD

Public and Indian Housing
Nonmajor - Indirect Program

(Pass through the City of Flint)
HOME Investment Partnership program

Public and Indian Housing

Major - Direct Program
Low Rent Program

Low Income Public Housing
Major - Direct Program
Housing Choice Vouchers

Public and Indian Housing
Major - Direct Program
Capital Fund program

Total

NOTES TO THE SCHEDULE OF FEDERAT. AWARDS

NOTE 1 - Significant Accounting Polices

14.239

14.850a

14.871

14.872

b

131,328.00

§ 3.795378.97

—

$_ 2.811.699.00

§  2053,028.10

—_

§  9.791,434.07

_ 2 = -

The schedule of federal awards has been prepared on the accrual basis of accounting.
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FLINT HOUSING COMMISSION
Flint, Michigan

PHA’S STATEMENT AND CERTIFICATION OF
CAPITAL FUND PROGRAM COSTS

June 30, 2006

Actual Capital Fund Program costs are as follows:

CFP 501-01
Funds approved § 245585200
Funds expended 2,455,852.00
Excess of Funds Approved 5
Funds advanced $ 2,455.852.00
Funds expended 2,455,852.00
Excess (deficiency) of Funds Advanced & -

The costs as shown on the Actual Cost Certificate dated July 18, 2005 submitted to HUD for approval is in
agreement with the PHA’s records as of June 30, 2006.

All costs have been paid and all related liabilities have been discharged through payments.
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FLINT HOUSING COMMISSION
Flint, Michigan

PHA’S STATEMENT AND CERTIFICATION OF
CAPITAL FUND PROGRAM COSTS

June 30, 2006

Actual Capital Fund Program costs are as follows:

CFP 501-02
Funds approved § 2,333,960.00
Funds expended 2,333,960.00
Excess of Funds Approved $_ e
Funds advanced § 2,333960.00
Funds expended 2,333,960.00
Excess (deficiency) of Funds Advanced $_

The costs as shown on the Actual Cost Certificate dated February 2, 2006 submitted to HUD for approval is
in agreement with the PHA’s records as of June 30, 2006,

All costs have been paid and all related liabilities have been discharged through payments.
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FLINT HOUSING COMMISSION
Flint, Michigan

PHA’S STATEMENT AND CERTIFICATION OF
CAPITAL FUND PROGRAM COSTS

June 30, 2006

Actual Capital Fund Program costs are as follows:

CFP 501-03
Funds approved $ 1,812,033.00
Funds expended 1,812,033.00
Excess of Funds Approved $ e
Funds advanced $ 1,812,033.00
Funds expended 1,812,033.00
Excess (deficiency) of Funds Advanced -

The costs as shown on the Actual Cost Certificate dated March 7, 2006 submitted to HUD for approval is in
agreement with the PHA's records as of June 30, 2006.

All costs have been paid and all related liabilities have been discharged through payments.
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FLINT HOUSING COMMISSION
Flint, Michigan

PHA’S STATEMENT AND CERTIFICATION OF
CAPITAL FUND PROGRAM COSTS

June 30, 2006

Actual Capital Fund Program costs are as follows:

CFP 502-03
Funds approved i 382,718.00
Funds expended 382,718.00
Excess of Funds Approved 5
Funds advanced 3 382,718.00
Funds expended 382,718.00

Excess (deficiency) of Funds Advanced 5 o
The costs as shown on the Actual Cost Certificate dated January 4, 2006 submitted to HUD for approval is in
agreement with the PHA’s records as of June 30, 2006,

All costs have been paid and all related liabilities have been discharged through payments.

-3% -



FDS
Line
ltein No.

111

100

122
126
126.1

120

131

142
143
143.1
144/
(347)

150

lol
162
164

165

166
167

160

FLINT HOUSING COMMISSION

Flint, Michigan

FINANCIAL DATA SCHEDULE

Year Ended June 30, 2006

Assets:

Current Assets:
Cash
Cash-unrestricted

Total cash

Accounts and notes receivable:

Accounts receivable-HUD

Accounts receivable- tenants-dwelling rents
Allowance for doubtful accounts-dwelling rents

Total receivables, net of allowance for doubtful
accounts

Current investments:
Investments-unrestricted

Prepaid expenses and other assets
Inventories
Allowance for obsolete inventories

Interprogram due from
Total current assets

Noncurrent Assets:

Fixed assets:

Land

Buildings

Furniture, equipment and machinery-
administration

Leaschold improvements
Accunulated depreciation
Construction in progress

Total fixed assets, net of accumulated
depreciation

-34 -

Low Rent Housing Choice Capital Fund
Program Vouchers Prograin
14.850a 14.871 14.872

1,668,033 § 1,21197751 § = -

1,668,903.31 1,211,977.51 o

65.031.57 e 261,414.20
3972608
(19984.28) e
84797337 e 261,414.20
4229092 -
13545355 e e
194,606.78 - e
(21,454.18) —_— e
533,225.05 (305,996.94) (238,229.11)
2,637,798.80 905,980.57 23,185.09
2,242,44500 -
5432449274 eeeee e
663,490.19 15,741.24 248,244.37
15,117,18640  —— -
(53,358,779.19) (15,741.24) (70,150.47)
—————————— 3,599,575.96
1898883514 - 3,777,669.86




FDS
Line
Item No.
180

190

312
321
322
331
33
341
342
310
353
354
350

300

508.1

5121

600

FLINT HOUSING COMMISSION

Flint, Michigan

FINANCIAL DATA SCHEDULE (CONTINUED)

Year Ended June 30, 2006

Total noncurrent assets
Total Assets

Liabilities and Equity:

Liabilities:

Current Liabilities:

Accounts payable < 90 days

Accrued wage / payroll taxes payable

Accrued compensated absences- current portion
Accounts payable -HUD PHA programs
Accounts payable -other government

Tenant security deposits

Deferred revenues

Total current liabilities

Noncurrent Liabilities:

Noncurrent liabilities-other

Accrued compensated absences- non current
portion

Total noncurrent liabilities

Total Labilities

Equity:

Investment in capital assets , Net of Related
Debt

Unrestricted Net Assets

Total Liabilities and Equity

Low Rent Housing Choice Capital Fund
Program Vouchers Program
14.850a 14.871 14.872
18,988,835.14 — 3,777,669.86

$_21,626,633.94 $_ 905980.57 $_ 3,800,854.95
$  (581,312.10) § (215.57y $  (23,185.09)
(84,960.58) (9,281.05y -
(6,375.00) (2,174.00)

----- (1,920.39)
(190.943.84)  eeee e
(166,638.74y e
(21,579.62) e
(1,051,809.88) (13,591.01) (23,185.09)
(780,000.00) e
(57,378.72) (9,472.75) e
(837,378.72) (9,472.75) e
(1,889,188.60) (23,063.76) (23,185.09)
(18,988.835.14)  -ee- (3,777,669.86)
(748,610.20) (882,916.81) -
$(21,626,633.94) §_ (905,980.57) $_(3.800.854.95)




FDS
Line
Item No.

703

705

706
706.1
711
714
715

700

911
912
914
915
916

921
923
924

931
932
933

FLINT HOUSING COMMISSION
Flint, Michigan

FINANCIAL DATA SCHEDULE (CONTINUED)

Year Ended June 30, 2006

Low Rent
Program
14.850a

Housing Choice
Vouchers
14.871

Capital Fund
Program
14.872

Revenue:
Net rental revenue $

(1,401,832.59)

Total tenant revenue

(1,401,832.59)

HUD PHA operating grants
HUD PHA capital grants
Investment income-unrestricted
Fraud recovery

Other revenue

(3,795,378.97)

(1,011,575.87)
(1,041,452.23)

(58,301.32) (16,34343)
----- (1,920.42)
(76,052.32) (63034)

Total revenue

(5,331,565.20)

(3,830,593.19)

(2,053,028.10)

Expenses:

Administrative

Administrative salaries

Auditing fees

Compensated absences

Employee benetit contributions-administrative
Other operating-administrative

Tenant services

Tenant services-salaries

Employee benefit contributions-tenant services
Tenant services-other

Utilities
Water

Electricity
Gas

_36 -

1,037,719.00
10,240.00
(11,801.05)
333,739.17
730,867.76

36,735.14
11,882.83
5,430.39

726,066.29
325,477.03
234.316.07

218,108.61

45,643 87
58,944.75

119,094.65

7,517.40
341,707.73



FDS
Line
Item No.

941
942

943

945

952
953

961
962
963
964

969

970

971
973
974

1000

FLINT HOUSING COMMISSION

Flint, Michigan

FINANCIAL DATA SCHEDULE (CONTINUED)

Year Ended June 30, 2006

Ordinary maintenance and operation

Ordinary maintenance and operation-labor

Ordinary maintenance and operation-materials

& other

Ordinary maintenance and operation-contract

COsts

Employee benefit contributions-ordinary

maintenance

Protective services
Protective services-other contract costs

(eneral expenses
Insurance premiums
Other general expense
Payments in lieu of taxes
Bad debts- tenant rents

Total operating expenses

Excess {deficit) operating revenue over

operating expenses
Extraordinary maintenance
Depreciation expense

Total expenses other than total operating

Excess (deficit) of revenue over expenses
before operating transfers in (out) and

depreciation add back

Excess {deficit) of revenue over expenses after
operating transfers in (out) and depreciation add

Low Rent Housing Choice Capital Fund
Program Vouchers Program
14.850a 14.871 14.872

688,405 o
138,982.42 ——- 83,683.27
35334645 e
223,59024
22,572.83 21596 458,605.30
Protective services-other R 967.52
366,285.53 2,153.82 e
191500 -
11,5698  —
105,14694 —
5,552,484.61 356,638.46 1.011,575.87
{220,919.41) 3,473,954.73 1,041,452.23
50,22058 e e
Housing assistance payments 291449315 0
2444779689 . 52,478.35
2,495,017.47 2,914,493.15 52,478.35
{2,715,936.88) 559,461.58 088,973.88
F (2.715,936.88) § 559461.58 § 988,973.88

back

_37-



FLINT HOUSING COMMISSION
Flint, Michigan
FINANCIAL DATA SCHEDULE (CONTINUED)

Year Ended June 30, 2006

HOME
Investment
FDS Partnership State and
Line Program Local
Item No. 14.239 - Total
Assets:
Current Assets:
Cash
111 Cash-unrestricted §f $F § 2.880,880.82
100 Totalcash 2,880,880.82
Accounts and notes receivable:
122 Accounts receivableeHUD  emeen 326,445.77
126  Accounts receivable- tenants-dwelling rents e 39.726.08
126.1 Allowance for doubtful accounts-dwelling rents - . (19.984.28)
120 Total'receivables, net of allowance for doubtful
accounts e e 346,187.57
Current investments:
131 Investments-unrestricted o 42,290.92
142 Prepaid expenses and otherassets ~ eeeew e 135,453.55
143 Inventories e 194.606.78
143.1 Allowance for obsolete inventories —— e (21,454.18)
144/ Interprogramn due from
(347) 1100000  —0
150 Total current assets 11,0000 - 3,577,965.46
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FDS
Line
Item No.

161
162
164

165
166
167

160

180

190

312
321
322
331
333
341
342

310

FLINT HOUSING COMMISSION

Flint, Michigan

FINANCIAL DATA SCHEDULE (CONTINUED)

Year Ended June 30, 2006

HOME
Investment
Partnership State and
Program Local
14.239 - Total
Noncurrent Assets:
Fixed assets:
rand 2,242,445.00
Buildings 54,324,492 74
Fumniture, equipment and machinery-
administration 927.475.80
Leasehold improvements e 15,117,186.40
Accumulated depreciation . (53,444,670.90)
Construction in progress . — 3,599,575.96
Total fixed assets, net of accumulated
depreciation 22.,7766,505.00
Total noncurrent assets . 22,7766,505.00
Total Assets ¥ 11.001.00 e $_26,344.470.46
Liabilities and Equity:
Liabilities:
Current Liabilities:
Accounts payable < 90 days P —-——  §  (604,712.76)
Accrued wage / payroll taxes payable o (94,241.63)
Accrued compensated absences- current portion - e {8,549.00)
Accounts payable -HUD PHA programs (1,920.39)
Accounts payable -other government (11,001.00y e (201,944.84)
Tenant security deposits {166,638.74)
Deferred revenues . (21,579.62)
Total current liabilities (11,000.00y . {1,099,586.98)
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FDS
Line

Item No.

353

354

350

300

508.1

512.1

600

703

705

706
706.1
711
714
715

700

FLINT HOUSING COMMISSION

Flint, Michigan

FINANCIAL DATA SCHEDULE (CONTINUED)

Noncurrent Liabilities;
Noncurrent liabilities-other

Accrued compensated absences- non current

portion
Total noncurrent liabilities

Total liabilities

Equity:

Investment in capital assets , Net of Related

Debt
Unrestricted Net Assets
Total Liabilities and Equity

Revenue:
Net rental revenue

Total tenant revenue

HUD PHA operating grants
HUD PHA capital grants
Investment income-unrestricted
Fraud recovery

Other revenue

Total revenue

Year Ended June 30, 2006

HOME
Investment
Partnership State and
Program Local
14.239 - Total
---------- (780,000.00)
---------- (66,851.47)
__________ (846,851.47)
(11,001.000 e (1,946,438.45)
..... —-- (22,766,505.00)
—- J— (1,631,527.01)
§_ (11,001.00) - $(26,344,470.46)
e § (1,401,832.59)
__________ {1,401,832.59)
(131328000 - (8,749,981.84)
— (1,041,452.23)
__________ (74,644.75)
_____ (1,920.42)
_____ {6,6015.17) {83,297.83)
{131,328.00} (6,615.17)  (11,353,129.66)
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FDS
LLine
Item No,

911
912
914
915
916

921
923
924

931
932
933

952
953

FLINT HOUSING COMMISSION

Flint, Michigan

FINANCIAL DATA SCHEDULE (CONTINUED)

Year Ended June 39, 2006

Expenses;

Administrative

Administrative salaries

Auditing fees

Compensated absences

Employee benefit contributions-administrative
Other operating-administrative

Tenant services

Tenant services-salaries

Employee benefit contributions-tenant services
Tenant services-other

Utilities
Water
Electricity
Gas

Ordinary maintenance and operation

Ordinary maintenance and operation-labor
Ordinary maintenance and operation-materials
& other

Ordinary maintenance and operation-contract
costs

Employee benefit contributions-ordinary
maintenance

Protective services
Protective services-other contract costs
Protective services-other

HOME
Investment
Partnership State and
Program Local
14.239 -

Total

-41 -

1,374.922.26
10,240.00
(11,801.05)
386,900.44
1,131,520.24

36,735.14
11,882.83
43,617.01

726,066.29
325,477.03
234.316.07

688,405.59

422,665.69

353,346.45

223,590.24

481,394.09
967.52



FDS
Line
Item No.

961
962
963
964

066

970

971
973
974

1000

FLINT HOUSING COMMISSION

Flint, Michigan

FINANCIAL DATA SCHEDULE (CONTINUED)

Year Ended June 30, 2006
HOME
Investment
Partnership State and
Program Local
14.239 - Total
General expenses
Insurance premivms - 368,439.35
Other general expense - 1,915.00
Payments in liewof taxes 11,566.98
Bad debts- tenant re¢ts . ___ 105,146.94
Total operating expenses 6,615.17 6,927.314.11
Excess (deficit) operating revenue over
operating expenses 13132800 - 4,425.815.55
Extraordinary maimtenance 50,220.58
Housing assistance payments 131,328060 - 3,045,821.15
Depreciation expense 2,497,275.24
Total expenses other than total operating 131,328.00 5,593,316.97

Excess (deficit) of revenue over expenses
before operating transfers in (out) and
depreciation add back

(1,167,501.42)

Excess (deficit) of revenue over expenses after
operating transfers in (out) and depreciation add

back $

_47 -

$_(1,167,501.42)




Sallor Certified Public Accountants

Khan & Co. LLC

Report on Compliance and on Interna! Control Over Financial Reporting Based
on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards

Board of Commissioners
Flint Housing Commission
Flint, Michigan

We have audited the basic financial statements of the Flint Housing Commission, Michigan, (Commission) as of and for
the year ended June 30, 2006, and have issued our report thereon dated Febniary 7, 2007, which was qualified because
of the weak condition of the Commission’s records due to lack of controls over its accounting system and supporting
documentation. Except as discussed in the preceding sentence, we conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance
As part of obtaining reasonable assurance about whether the Commission's financial statements are free of material

misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants,
noncompliance with which could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion en compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed instances of noncompliance that are required to
be reported under Government Auditing Standards which are described in the accompanying schedule of findings and
questioned costs.

Internal Control Over Financial Reporting

In planning and performing cur audit, we considered the Commission's internal control over financial reporting in order
to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on the internal control over fmancial reporting. However, we noted certain matters involving the
internal control over financial reporting and its operation that we consider to be reportable conditions. Reportable
conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the
internal control over financial reporting that, in our judgement, could adversely affect the Commission's ability to record,
process, summarize and report financial data consistent with the assertions of management in the financial statements.
Reportable conditions are described in the accompanying schedule of findings and questioned costs.
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Sailor

Khan & Co. LLC

A material weakness is a condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. Our consideration of the internal control over financial reporting would
not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would
not necessarily disclose all reportable conditions that are also considered to be material weaknesses. However, we
believe of the reportable conditions described above we consider findings numbers 1, 4, 5 and 6 to be material
weaknesses.

This report is intended for the information of the Flint Housing Commission, Michigan's management, and federal
awarding agencies and is not intended to be and should not be used by anyone other than these specified parties.

Saitor, Khan & Co. LLC
February 7, 2007
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Sallor Certified Public Accountants

Khan & Co. LLC

Report on Compliance with Requirements Applicable to Each Major Program and
Internal Control over Compliance in Accordance with OMB Circular A-133

Board of Commissioners
Flint Housing Commission
Flint, Michigan

Compliance
We have audited the compliance of the Flint Housing Commission, Michigan, (Commission) with the types of

compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to each of its major federal programs for the year ended June 30, 2006. The
Commission's major federal programs are identified in the schedule of expenditures of federal awards. Compliance with
the requirements of laws, regulations, contracts and grants applicable to each of its major federal programs is the
responsibility of the Commission's management. Our responsibility is to express an opinien on the Commission's
compliance based on our audit.

Except for the matters noted in the following paragraph, we conducted our audit of compliance in accordance with
auditing standards generally accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types
of compliance requirements referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the Commission's compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances. We believe that
our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination on the
Commission's compliance with those requirements.

As described in finding numbers 9 and 11 in the accompanying schedule of findings and questioned costs, the
Commission did not comply with requirements regarding Equipment and Real Property Management and Other
Compliance Requirements that are applicable to its Public and Indian Housing - Low Rent Program and Capital Fund
Program, Compliance with such requirements is necessary, in our opinion, for the Commission to comply with
requirements applicable to that program.

In our opinion, except for the matters discussed in the preceding paragraph, the Commission complied, in all material
respects, with the requirements referred to above that are applicable to each of its major federal programs for the year
ended June 30, 2006. However, the results of cur auditing procedures disclosed instances of noncompliance with those
requirements that are required to be reported i accordance with OMB Circular A-133 and which are described in the
accompanying schedule of findings and questioned costs.

Intemnal Control Gver Compliance

The management of the Commission is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and grants applicable to federal program. In planning and
performing our audit, we considered the Commission's internal control over compliance with requirements that could
have a direct and material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on internal control over compliance in
accordance with OMB Circular A-133.
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Sailor

Khan & Co. LLC

We noted certain matters involving the internal control over compliance and its operations that we consider to be
reportable conditions. Reportable conditions involve matters coming to our attention relating to significant deficiencies
in the design or operation of the internal control over compliance that, in our judgement, could adversely affect the
Commission’s ability to administer a major federal program in accordance with applicable requirements of laws,
regulations, contracts and grants. Reportable conditions are described in the accompanying schedule of findings and
questioned costs.

A malerial weakness is a condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level of risk that noncomnpliance with applicable requirements of laws, regulations,
contracts and grants that would be material in relation to a major federal program being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned functions. Our
consideration of the intemal control over compliance would not necessarily disclose all matters in the internal control
that might be reportable conditions and, accordingly, would not necessarily disclose ail reportable conditions that are
also considered to be material weaknesses. However, we believe of the reportable conditions described above we
consider findings numbers 9and 11to be material weaknesses.

This report is intended for the information of the Flint Housing Commission, Michigan's management, and federal
awarding agencies and is not intended to be and should not be used by anyone other than these specified parties.

/(f/, (o J o

Sailor, Khan & Co. LLC
February 7, 2007
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FLINT HOUSING COMMISSION
Flint, Michigan
STATUS OF PRIOR AUDIT FINDINGS

June 30, 2006

The prior audit report for the year ended Fune 30, 2005 contained a total of five audit findings:

Financial Statement Findings

1. Finding:
Status:
2. Finding:
Status:
3. Finding:
Status:
4, Finding:
Status:

Budget Overruns
Not implemented - see current finding #8

Delinquent Payment in Lieu of Taxes
Implemented.

Checks Outstanding
Implemented.

Collection Loss
Implemented.

Federal Awards Findings

5. Finding:

Status:

Minutes Not Signed
Implemented.
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIQONED COSTS

June 30, 2006

SECTION I - SUMMARY OF AUDITOR RESULTS
Financial Statement:
Type of auditor’s report issued: Qualified

Intemal control over financial reporting:

> Material weakness(es) identified? Yes
> Reportable condition(s) identified that are not
considered to be material weaknesses? Yes
Noncompliance material to financial statements noted? Yes
Is a "going concem” explanatory paragraph included in audit report? No
Federal Awards:

Intemal control over major programs:

> Material weakness(es) identified? Yes
> Reportable condition(s) identified that are not

considered to be material weaknesses? Yes
Type of auditor's report issued on compliance for major prograrns: Qualified

Any audit findings disclosed that are required to be reported
m accordance with section 510(a) on Circular A-1337 Yes

Identification of major programs:

CFDA
Number(s) Name of Federal Program

14-850a  Public and Indian Housing
14-871 Section 8 Housing Choice Vouchers
14-872 Public and Indian Housing - Capital Fund Program

Dollar threshold used to distinguish between
type A and type B programs: $300,000

Auditee qualified as low-risk auditee? Yes



FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2006

SECTION II - FINANCIAL STATEMENT FINDINGS

The current audit report for the year ended June 30, 2006 disclosed the following Financial Statement audit findings:

1.

Physical Inventory.
Criteria:

The Flint Housing Commission must verify the non-expendable equipment listing by performing a year-end
physical inventory.

Condition:

No year-end physical inventory was performed for non-expendable equipment for the Capital Fund Program.
Also, the CFP depreciation schedule did not agree with the general ledger,

(uestioned Costs:
None
Effect:

The general ledger may not accurately reflect the actual equipinent owned by the Housing Commission at fiscal
year end,

Cause:
Unknown.
Recommendation:

We recommend the Housing Commission perform a physical inventory count at the fiscal year-end and ensure
that the depreciation schedule and the general ledger are reconciled.
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2006

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

1.

Physical Inventory (Continued).
Management’s Response:

Contrary to the audit finding a year-end physical inventory count was performed for non-expendable equipment
for the Capital Fund program. Staff members of the Finance Dept. and Information Technology Dept. (IT) were
assigned to perform an inventory count on all Computer Equipment, Vehicles, etc located at the Central Office
and all housing sites. Alma Bamett and Philippe Dabaja from IT went to each site and CO office to verify
office equipment was accounted for and tagged with an FHC tag. Office equipment included all computers,
copiers, fax machines, etc. The staff did find items that had not previously been accounted for and added these
items to the schedules and tagged them appropriately. All new purchases of copiers and other office equipment
had been added to the depreciation schedules. Finance staff, Patrick Julian, Edison Henry and Karen Fairchild
went to each site and the CO stockroom and garages to account for vehicles, heavy machinery and equipment
and other items listed on the Depreciation schedules. All new purchases of vehicles and equipment were added
to the Depreciation Schedules as necessary.

Allupdated Depreciation Schedules were given to John Conway from Casterline Associates to assist him with
any year end adjustments needed to the appropriate General Ledger accounts. We did not verify General
Ledger balances with the CFP Depreciation schedules after Casterline’s services were complete. More emphasis
was placed in house on verifying that all new purchases were added to the Depreciation because current staff
was not familiar with the Depreciation schedules. If the general ledger balance has been balancing to the CFP
depreciation schedules in past years then I question if thorough inventory counts have not been performed in
the past and if prior depreciation schedules were correct or completc because the depreciation schedules that
were provided to Casterline Associates by the formcr Fee Accountants included several items disposed of many
years ago. Casterline revised the Depreciation Schedules provided to them for the June 2005 audit. In addition
the threshold for non-expendable equipment was increased and an adjustment was made to account for items
that fell below the threshold. Casterline had FHC staff perform inventory counts for major itcms existing on
the depreciation schedules. Time restrictions did not allow for a thorough inventory count of all items on the
Depreciation Schedules. Currentstaff did not have the responsibiiity to track this information and FHC did not
have a Finance Director when Casterline Associates was brought in to assist the agency through June 2005 year
end. From June 2005 through June 2006 no emphasis was placed on these particular General Ledger accounts
balancing with the CFP schedules. Casterline Associates did all year end adjustments for June 2006 based on
information provided to them and we did not verify if the supporting scheduled agreed with the Generai Ledger.

Action Plan:

The Finance staff, Finance Director — Sylvia Campbell, General Ledger Assistant - Karen Fairchild, Inventory
Control staff - Patrick Julian and Edison Henry will immediately perform an extensive inventory count
throughout the agency to determine the correctness of the Depreciation Schedules. By June 2007 the Finance
Director and General Ledger Assistant Karen Fairchild will ensure that the Depreciation Schedules and general
ledger are reconciled. Teresa Richardson the Grant Administrator and department supervisor will work more
closely with Karen Fairchild and Sylvia Campbell to ensure new purchases of non-expendable equipment are
added approprately to the Depreciation Schedules and Karen Fairchild has the responsibility of balances the
General Ledger accounts at month end.



FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2006

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

2.

Proper Control and Access to Cash.

Criteria:

The Housing Commission must ensure proper internal controls to safeguard its cash .
Condition:

Upen review of the Housing Commission’s bank reconciliation we noted a $500 amount shown as owed to the
Commission. This amount represented theft of Section-8 funds by an outside party.

Questioned Costs:

None

Effect:

The Housing Commission may not recover the $500 and is exposed to the risk of potential loss of its assets.
Cause:

Appropriate supervision was not in place to restrict outside parties access to the Housing Commission’s
checking account.

Recommendation:

The Housing Commission must appoint specific people who have access to purchase checks when needed. In
addition the monthly bank reconciliations must be done monthly to detect any unauthorized activity.
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2006

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

2.

Proper Control and Access to Cash (Continued).
Management’s Response:

Although the auditor’s opinion is that the appropriate supervision was not in place to restrict outside parties
access to FHCs checking account, I argue that FHC had no prior reason to believe that any additional security
measures were necessary. In fact, [ argue that most businesses or even individuals do have the security
measures we now have had to place on our bank accounts due to potential loss. In addition, bank
reconciliations are done monthly and have been since June 2005 by Karen Fairchild which is how the activity
was discovered.

What occurred was a HCV’s landlord’s son called Deluxe Printing and ordered a series of FHC checks and had
them delivered to a “residential” address and the cost of the checks were charged to the landlords checking
account. The person that committed this crime was writing checks to other individuals and forging the
Executive Director’s signature. Because we have “Positive Pay” protection on our accounts none of the checks
written were paid by our bank. Positive Pay is a security measure we already had on this account that blocks
all checks from clearing our account if it has not included on a file we send to the bank electronically
immediately after any check run. However Positive Pay did not cover items posting as Debit transactions such
as telephone payments, on-line transactions etc.

Action Plan:

Once the problem was identified I placed a “Debit Block” feature on all bank accounts. The “Debit Block” is
an additional feature that blocks all other transactions from clearing our accounts without prior notification from
the Finance Department. Qur bank representative worked closely with us once this activity was discovered
because people were going to convenient stores, other banks, cash advance businesses and trying to cash checks
drawn on our HCV account. The Positive Pay process requires check venfication prior to cashing and we were
quick to recognize that checks were being prescnted that was not in our current sequence of checks. The bank
contacts the Finance Dept for all checks presented that are not included on our electronic file. The bank
representative discovered that checks had been ordered directly from Deluxe by an “unknown™ individual and
sent to his house. ! immediately placed a fraud alert on our accounts at Deluxe and expressed by concern that
this transaction was even allowed. In fact, Deluxe and any other printing companies will take orders and send
checks to any location if “security” measures are not in place, There is now a fraud alert on our accounts at
Chase Bank and Deluxe Printing. Deluxe records reflect the fraud alert and are not allowed to place orders of
checking supplies from anyone other than the Finance Director and Teresa Richardson and that all orders must
be shipped directly to the Finance Department. Currently Sylvia Campbell and Teresa Richardson are listed
as the only people that can order checking supplies. Once a permanent Director is in place the fraud alert will
be changed to have the Finance Director and Executive Director as authorized staff to place orders. We have
not had this problein since the “security measures” were increased. In fact due to our immediate response the
police became involved and the person was caught and prosecuted. I consider this matter resolved because
bank reconciliations are completed monthly on all FHC bank accounts.
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2006

SECTION II - FINANCTAL STATEMENT FINDINGS (CONTINUED)

3. Bank Reconciliation.
Criteria:
The Housing Commission must prepare accurate monthly bank reconciliations.
Condition:

Upon review of the Housing Commission’s bank reconciliation we noted numerous checks had been voided
with the bank, but not reflected in the general ledger.

Questioned Costs:

None

Effect:

The book balance of cash was not accurately presented.

Cause:

Appropriate supervision was not in place to ensure checks were accounted for properly.
Recommendation:

We recommend the Housing Commission review its bank reconciliations monthly for accuracy.
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2000

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

3.

Bank Reconciliation (Continued).
Management’s Response:

Contrary to the audit finding Bank Reconciliations have been prepared accurately and monthly since June 2005.
The problem created was due to the procedure that Casterline Associates used to balance the HCV account.
Problem being that because HCV had a long list of outstanding checks (see prior audit findings) the consultant
cleared checks by dollar amount and not by check number because there were so many checks outstanding that
were issued for the same amount. The problem this created was two-fold in that (1) checks were clearing that
had been previously cleared as of June 2005 and (2) outstanding checks that were really old that were voided
were still being presented and paid by the bank because we did not void the right checks. We voided the checks
that the Consultant said needed to be voided per their analysis and reconciliation. There was no reason to
question the process at that time. The audit finding does not reflect a dollar value that will represent how
material or immaterial this finding is. Cash has not been grossty misrepresented.

Action Plan:

Bank reconciliations are performed monthly by Karen Fairchild and have been continuously. Effective
immediately with March 2007 bank reconciliation, the Finance Director will review bank reconciliations
monthly for accuracy and will sign the bank reconciliation as the final process to ensure that cash is accurately
presented.
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2006

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

4.

Tenant Accounts Receivable Subsidiary Ledger

Criteria:

Maintaining an accurate sub-ledger allows for accurate reporting of balances in the general ledger.
Condition:

The tenant subsidiary ledger did not agree with the general ledger.

Questioned Costs:

None

Effect:

The balances of tenant accounts receivable, tenant prepaid rent, and security deposits may be mcotrect because
there is no reconciliation performed between the subsidiary and general ledger.

Cause:
Unknown
Recommendation:

We recommend the subsidiary ledgers be adequately maintained and reconciled with the general ledger
monthly.
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED CQOSTS (CONTINUED)

June 30. 2006

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

4.

Tenant Accounts Receivable Subsidiary Ledger {Continued).
Management’s Response:

Although I recognize the need for the subsidiary ledgers be adequately maintained and reconciled with the
general ledger monthly and the subsidiary ledgers were balanced and reconciled at June 2005 I recognized an
even bigger problem with the General Ledger. Although the subsidiary ledgers balanced to the General Ledger
1 did not believe the subsidiary ledgers or the general ledgers reflected reliable data. There appeared to be set-
up problems within Emphays Software, and when tenant ledgers were analyzed on an individual basis it was
obvious that end of day postings while presenting a balanced state the general ledgers and subsidiary ledgers
were inaccurate, This problem was due to a combination of problems with set-ups, adjustment slips, internal
processes and year end adjustments required to reconcile. For example, security deposits general ledger when
analyzed individually did not accurately represent the actual security deposits reserved for actual units occupied.
This was due to internal accounting procedures and set-up errors that did not properly assign the correct general
ledger account numbers in the inove-in and move-outs processes through the GL coding of checks issued for
security deposit refunds. My fecling is that just because you have a reconciled general ledgcr balance does not
mean you have reliable data. 1 was convinced the data was unreliable. Although Casterline Associates had
general ledger analysis within the scope of services and the time allowed, I asked that the scope of services be
revised to exclude those services to allow the Finance Department to move forward and examine the integrity
of all balances. Since December 2005 a change in job responsibilities was give to Karen Fairchild. EFmphasis
was placed on analyzing tenant ledger balances for accuracy, working with Information Tech Dept and
Emphasys technical support to address set-up problems that are affecting the TAR, Prepaid Rents and Security
Deposit general ledger balances. This has been an on-going process and goal is to have the subsidiary ledgers
reconciled with the general ledger monthly by Karen Fairchild.

Action Plan:

We have made the necessary adjustments to the set-ups for postings and Karen Fairchild is now reconciting to
the general ledger. Effective immediately March 2007 month end we have implemented an internal process
that consists of completing a General Ledger Reconciliation Form that reflects Beginning and Ending Balances
of General Ledger accounts with supporting documentation attached. The reconciled accounts will be
maintained in a central location within the Finance Department. Reconciliation forms will be signed by the
Finance Director after review.
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2006

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

5.

Account Balances

Criteria:

Account balances should be adequately supported.
Condition:

We noted the following account balances were not supported.

. Low Rent Program - Accounts Payable Vendors $580,197 86 was lacking a supporting schedule for
the entire amount.
. Low Rent Program - Payroll Deductions and Contributions $13,905.19 could not be identified

Questioned Costs:

None

Effect:

The integrity of the financial information could be adversely affected..
Cause:

Management has not adequately devoted its efforts to ensuring the accuracy of the financial statements in a
comprehensive manner,

Recommendation:

We recommend the aforementioned items be resolved.
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2006

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

5.

Account Balances (Continued)
Management’s Response:

Contrary to the audit finding that Management has not adequately devoted their efforts to ensure the accuracy
of their financial statements in a comprehensive manner, I argue the exact opposite is true. However [
intentionally focused on Cash accounts and Income and Expense accounts for several reasons.

1. The importance of needing to know the exact amount of Cash balances to monitor cash flow.

2. In preparation of the first timeline issued by HUD to be compliant with Asset Based Management that
we were required to be able to produce site based income statements by January 2007.

I have consistently stated in the Finance Reports for the Board of Commissioners and to the Interim Executive
Directors and Information Tech (IT) that I am not confident with financial reports generated by Emphasys due
to set-up issues and a long history of using outside Fee Accountants, and the turnover of Finance Directors with
varying degrees of experience.

The General Ledger Assistant, myself, and other individuals when relevant have spent immeasurable hours
analyzing, correcting set-ups, practically re-constructing the general ledger Chart of Accounts. The Chart of
Accounts has been compared account by account with HUD Chart of Accounts and HUD Finance Guidance
that has been issued for site based management. This has been a work in process and we are now producing
Income Statements by site that consist of credible data. We have all worked together not just within the Finance
Department but have changed many procedures that atlow us to control the integrity of data being entered into
Emphasys. For example: Karen Fairchild the General Ledger assistant is coding all Purchase Orders and
Accounts Payables. The procedure is instrumental in producing reliable Income Statements.

The account balances referred to in the audit finding goes back to June 2004 and June 2005, Support was
provided for the ending balances that reflected entries we made for June 2006. However, the Beginning
Balances as of July 2005 were not resolved because I specifically asked Karen Fairchild to focus on Cash,
Income and Expense accounts because there were too many things wrong with the General Ledger accounts and
I wanted to focus on producing Income Statements, In fact, Balance Sheets have not been provided for this very
reason. We were spending our time analyzing and correcting Tenant Ledgers, Tenant Accounts Receivables,
Security Deposits, and other general ledger accounts and processes that directly affect the income statements.

The problem with the Beginning Balanees in Accounts Payable Vendors and Payroll Deductions were due to
adjusting entries prior this fiscal period.
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2006

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

5.

Account Balances (Continued)
Action Plan:

The balance discrepancies were resolved during the February audit and the March 2007 General Ledger
Reconciliations will reflect the correct balances. Karen Fairchild is the General Ledger Assistant and is
responsible for General Ledger reconciliation. Other staff where relevant are being cross-trained and all
Finance staff are involved in implementing necessary controls Effective immediately March 2007 month end
we have implemented an internal process that consists of completing a General Ledger Reconciliation Form
that reflects Beginning and Ending Balances of General Ledger accounts with supporting documentation
attached. The reconciled accounts will be maintained in a central location within the Finance Department.
Reconciliation forms will be signed by the Finance Director after review. This will ensure Financial Statements
are accurate in a comprehensive manner,
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2006

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)
6. General Ledger
Criteria:

‘The Housing Commission should take steps necessary to ensure the accuracy and eompleteness of financial
statements.

Conditton:

The general ledger was not properly maintained. In several instances we noted accounts contained incorrect
balances and required numerous adjusting entries to reflect actual balances at year end. Also, we noted that
beginning balances for the current fiscal year did not agree with the prior year ending balances and in certain

instances the amount reported to REAC on the unaudited submission was not in agreement with the general
ledger.

Questioned Costs:

None

Effect:

The Housing Commission’s financial statements before any adjusting entries contained numerous errors.
Cause:

Numerous transactions were incorrectly recorded by the Housing Commission. The Housing Commission did
not exercise adequate control over the general ledger and reporting function.

Recommendation:

We recommend that the Housing Commission exercise more care in processing and recording transactions to
ensure the integrity of its financial system.
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30. 2006

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

6.

General Ledger (Continued)
Management’s Response:

This audit finding warrants a review of past audit findings. Many General Ledger balances that were in question
have questionable balances at year end 2004 and 2005. Casterline Associates made adjusting entries to tie
Beginning Balances to the June 2004 audit. The auditors made adjustments to Casterline adjustments for June
2005, somewhere in there are adjustments made by Fee Accountants and unfortunately we got caught in the
middle. This is one of the main reasons I've been questioning the integrity of the data. No one currently on
staff had any responsibilities working with the general ledger with past Financial Directors and no internal
controls existed. Numerous adjusting entries were made as stated in the finding, however the auditors are aware
that many of the adjustments were made by Casterline Associates within their scope of services. The auditor
also stated through conversation that we should not allow any adjustments without our approval. However,
FHC was without a Finance Director when Casterline Associates services were procured and 1 was not in a
position to question audit adjustments at June 2005 and had to rely on their expertise. Casterline was brought
in again for June 2006 because of the degree of work that had performed on the Asset and Liability accounts
and to submit the unaudited submission for FASS since they were more familiar with what they had done for
June 2005 and had also completed the June 2005 unaudited submission.

Action Plan:

Other staff where relevant are being cross-trained and all Finance staff are involved in implementing necessary
controls to ensure the completeness of financial reporting. Effective immediately March 2007 month end we
have implemented an internal process that consists of completing a General Ledger Reconciliation Form that
reflects Beginning and Ending Balances of General edger accounts with supporting documentation attached.
The reconciled accounts will be maintained in a central location within the Finance Department. Reconciliation
forms will be signed by the Finance Director after review. This will ensure Financial Statements are accurate
in a comprehensive manner. All General Ledger accounts will be balanced at month end. Most accounts will
be balanced by Karen Fairchild. Some accounts will be balanced by Sylvia Campbell, Teresa Richardson and
Paulette Wazny — Payroll. We are currently identifying which accounts will be assigned to who. Karen
Fairchild will maintain the reconciled accounts and ensure all accounts have reconciled monthly. This is
eftective March 2007 reporting.
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2006

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

7.

Excessive Audit Adjustments
Criteria:

The Public Housing Commission should take steps necessary to ensure the accuracy and completeness of
financial statements.

Condition:

We noted this audit required a significant number of adjusting journal entries. These entries were necessary
because numerous unadjusted general ledger accounts were incorrect.

Questioned Costs:

None

Effect:

The PHA'’s financial statements before any adjusting entries contained numerous errors.
Cause:

Numerous transactions were incorrectly recorded by the Housing Commission.
Recommendation:

We recommend the Housing Commission exercise more care in processing and recording transactions and that
more care be taken to ensure the completeness of financial reporting.
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2006

SECTION 11 - FINANCIAL STATEMENT FINDINGS (CONTINUED)

7.

Excessive Audit Adjustments (Continued)
Management’s Response:

This audit finding warrants a review of past audit findings. Many General Ledger balances that were in question
have questionable balances at year end 2004 and 2005. Casterline Associates made adjusting entries to tie
Beginning Balances to the June 2004 audit. The auditors made adjustments to Casterline adjustments for June
2005, somewhere in there are adjustments made by Fee Accountants and unfortunately we got caught in the
middle. This is one of the mam reasons I’ve been questioning the integrity of the data. No one currently on
staff had any responsibilities working with the general ledger with past Financial Directors and no internal
controls existed. Numerous adjusting entries were made as stated in the finding, however the auditors are aware
that many of the adjustments were made by Casterline Associates within their scope of services. The auditor
also stated through conversation that we should not allow any adjustments without our approval. However,
FHC was without a Finance Director when Casterline Associates serviees were procured and | was not in a
position to question audit adjustments at June 2005 and had to rely on their expertise. Casterline was brought
in again for June 2006 because of the degree of work that had performed on the Asset and Liability accounts
and to submit the unaudited submission for FASS since they were more familiar with what they had done for
June 2005 and had also completed the June 2005 unaudited submission.

Action Plan:

Other staff where relevant are being cross-trained and all Finance staff are involved in implementing necessary
controls to ensure the completeness of financial reporting. Effective immediately March 2007 month end we
have implemented an internal process that consists of completing a General Ledger Reconciliation Form that
reflects Beginning and Ending Balances of General Ledger accounts with supporting documentation attached.
The reconciled accounts will be maintained in a central location within the Finance Department. Reconciliation
forms will be signed by the Finance Director after review, This will ensure Financial Statements are accurate
in a comprehensive manner. All General Ledger accounts will be balanced at month end. Most accounts will
be balanced by Karen Fairchild. Some accounts will be balanced by Sylvia Campbell, Teresa Richardson and
Paulette Wazny — Payroll. We are currently identifying which accounts will be assigned to who. Karen
Fairchild will maintain the reconciled accounts and ensure all accounts have reconciled monthly. This is
effective March 2007 reporting.
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2006

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

8.

Budget Overruns

Criteria:

The Housing Commission must operate within budget constraints.
Condition:

We noted the following budget overruns for fiscal year ending June 30, 2006:

Description Budget Actual Overruns
Administrative $ 1,628455.00 $ 1,77847445 § 150,019.45
Protective Services - 22,572.83 22.572.83

Questioned Costs:

None

Effect:

The Housing Commission exceeded the operating budget in the aforementioned categories.
Cause:

The Housing Commission did net ensure that these budget categories were not exceeded.
Recommendation:

We recommend that the Housing Commission place greater emphasis on operating within the budget
constraints. Also, when it appears that the current budget has become insufficient, the Housing Commission
must prepare a budget revision.
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2006

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

8.

Budget Overruns (Continued).
Management’s Response:

The budget overrun in Administrative is due to Legal settlement and an increase in legal fees cause by actions
out of my control from in the last quarter of the fiscal period. An increase in Security services was necessary
to address increased drug and crime activity in June 2006. The budget revision was not done inexcusably but
with the explanation that spending was out of control and with no level of accountability and without proper
internal control on authorizations. Instead of doing a Budget Revision to cover the overspending I focused on
controlling the spending and implementing the necessary controls to counter act the problem. I was requested
to do a Budget Revisions for June 2006 in July 2005 upon my arrival and was in no way qualified to do a
revision not being familiar with the needs of the agency and immediately was able to identify problems causing
overruns and addressed them accordingly. In comparison to the 2005 Audit, the strategy worked. .

Action Plan:

A budget was eompleted after the Operating Subsidy was prepared for June 2007 and is being monitor on a
regular basis. The then Interim Executive Director suggested waiting for the permanent Executive Director that
could want major changes in our day-to-day operations to get guidance on what operating changes were going
to be made with staff etc.. in preparation of asset based management. A budget to actual comparison has been
reviewed with the current Interim Executive Director and past Interim Executive Director to ensure we are
operating within the budget constraints,
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FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2006

SECTION III - FEDERAL AWARD FINDINGS

The current audit report for the year ended June 30, 2006 disclosed the following Federal Awards audit findings:

9.

Physical Inventory (Same as Finding #1)
Federal Award:

14.872 - Capital Fund Program
Criteria;

The Flint Housing Commission must verify the non-expendable equipment listing by performing a year-end
physical inventory.

Condition:

No year-end physical inventory was performed for non-expendable equipment for the Capital Fund Program.
Also, the CFP depreciation schedule did not agree with the general ledger.

Questioned Costs:
None
Effect:

The general ledger may not accurately reflect the actual equipment owned by thc Housing Commission at fiscal
year end.

Cause:
Unknown.
Recommendation:

We recommend the Housing Commission perform a physical inventory count at the fiscal year-end and ensure
that the depreciation schedule and the general ledger are reconciled.

- 66 -



FLINT HOUSING COMMISSION
Flint, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30. 2006

SECTION III - FEDERAL AWARD FINDINGS (CONTINUED)

9.

Physical Inventory (Same as Finding #1) (Continued)
Management’s Response:

Contrary to the audit finding a year-end physical inventory count was performed for non-expendable equipment
for the Capital Fund program. Staff members of the Finance Dept. and Information Technology Dept. (1T) were
assigned to perform an inventory count on all Computer Equipment, Vehicles, etc located at the Central Office
and all housing sites. Alma Barnett and Philippe Dabaja from IT went to each site and CO office to verify
office equipment was aceounted for and tagged with an FHC tag. Office equipment included all computers,
copiers, fax machines, etc. The staff did find items that had not previously been aecounted for and added these
items to the schedules and tagged them appropriately. All new purchases of copiers and other office equipment
had been added to the depreciation schedules. Finance staff, Patrick Julian, Edison Henry and Karen Fairchild
went to each site and the CO stockroom and garages to account for vehicles, heavy machinery and equipment
and other items listed on the Depreciation schedules. All new purchases of vehiclcs and equipment were added
to the Depreciation Schedules as necessary.

All updated Depreciation Schedules were given to John Conway from Casterline Associates to assist him with
any year end adjustments needed to the appropriate General Ledger accounts. We did not verify General
Ledger balances with the CFP Depreciation schedules after Casterline’s services were complete. More emphasis
was placed in house on verifying that all new purchases were added to the Depreciation because current stafl
was not familiar with the Depreciation schedules. If the general ledger balance has been balancing to the CFP
depreciation schedules in past years then | question if thorough inventory counts have not been performed in
the past and if prior depreciation schedules were correct or complete because the depreciation schedules that
were provided to Casterline Associates by the former Fee Accountants included several items disposed of many
years ago. Casterline revised the Depreciation Schedules provided to them for the June 2005 audit. 1naddition
the threshold for non-expendable equipment was increased and an adjustment was made to account for items
that fell below the threshold. Casterline had FHC staff perform inventory counts for major items existing on
the depreciation schedules. Time restrictions did not allow for a thorough inventory count of all items on the
Depreciation Schedules. Current staff did not have the responsibility to track this information and FHC did not
have a Finance Director when Casterline Associates was brought in to assist the agency through June 2005 year
end. From June 2005 through June 2006 no emphasis was placed on these particular General Ledger accounts
balancing with the CFP schedules. Casterline Associates did all year end adjustments for June 2006 based on
information provided to them and we did not verify if the supporting scheduled agreed with the General Ledger.

Action Plan:

The Finance staff, Finance Director — Sylvia Campbell, General Ledger Assistant - Karen Fairchild, Inventory
Control staff - Patrick Julian and Edison Henry will immediately perform an extensive inventory count
throughout the agency to determine the correctness of the Depreciation Schedules. By June 2007 the Finance
Director and General Ledger Assistant Karen Fairchild will ensure that the Depreciation Schedules and general
ledger are reconciled. Teresa Richardson the Grant Administrator and department supervisor will work more
closely with Karen Fairchild and Sylvia Campbell to ensure new purchases of non-expendable equipment are
added appropriately to the Depreciation Schedules and Karen Fairchild has the responsibility of balances the
General Ledger accounts at month end.
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10.

Tenant Files

Federal Award:

14.850a - Public and Indian Housing - Low Rent Program

Criteria:

HUD guidelines on tenant file documentation and maintenance must be followed.
Condition:

During our test of tenant files, we noted tenant files lacking the following necessary documents:

. Signed PHA Certificate

. Signed Tenant/Applicant Certification
. Signed Release Forms

. Third party income verification

Questioned Costs:

None

Effect:

Tenant files are incomplete.

Cause:

Lack of supervisory review of site managers files.

Recommendation:

We recommend the Publie Housing Commission ensure all tenant files contain the aforementioned forms.
Management’s Response:

The site managers are responsible maintenance of the tenant files and file documentation, The Managers use
a cheek off list of all necessary documents as a guide to ensure that all tenant file contain required forms.

Action Plan;

The Interim Executive Director, John Carpenter discussed the finding with the Department Managers.
Disciplinary action will follow upen unannounced internal audit of files if tenant files are not maintained

properly.
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11.

Unlocated information
Federal Award:

14.850a - Public and Indian Housing - Low Rent Program
14.872 - Capital Fund Program

Criteria:
Requested information should be readily available for audit examination.
Condition:

We noted that the Housing Commission could not locate a significant portion of documents needed to complete
the audit of the FY 2006 PHAS Submission.

Questioned Costs:

None

Effect:

We were unable to validate the accuracy of PHAS Submission.

Cause:

Adequate attention was not devoted to maintaming supporting documentation for the 2006 PHAS Submission.
Recommendation:

We recommend the Housing Commission place greater emphasis in safe keeping its records.

Management’s Responsé:

This audit finding is easily avoided by identifying the person responsible for inputting the Submission and
requiring all supporting documentation to be provided prior to input.

Action Plan:
The Finance Director, Sylvia Campbell will input the 2007 PHAS Submission and will require that all
supporting documentation is received from each Department Manager that tracks the various components of

the Indicators of PHAS. Supporting documentation will be compiled a kept in a single location to be provided
to the auditor during the audit examination.
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